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New Jersey Played Key Role in Holding Investment
Firms, Brokers Accountable; Fraud Investigations
Led to Restitution, Significant Industry Reforms

In June 2004, Attorney General Harvey
was invited to testify before the U.S. Senate
Committee on Banking, Housing and Urban
Affairs concemning the vital role of the states in
regulating secunities and protecting investors.
The invitation was not a coincidence. In 2003-
2004, the New Jersey Attorney General's Of-
fice made securities enforcement and inves-
tor protection a chief objective. Working
through its New Jersey Bureau of Securi-
ties, the OAG posted an impressive
record of accomplishment in investigating
securities fraud, and in prompting corpo-
rate reforms that brought greater integrity
to the industry.

Bolstered by an infusion of staff and other
resources, the Bureau of Securities played a
leadership role in an April 2003 settlement be-
tween securities regulators and 10 major Wall
Street firms regarding stock analyst practices.
New Jersey served as co-chair of the Steering
Committee for the multi-state task force that
investigated the Wall Street firms. New Jersey
also led an investigation of Bear, Steams &
Co. that ultimately yielded important industry
reforms. Those reforms were designed to en-
sure that stock analysts are not pressured by
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firms who employ them to report favorably
on stocks and bonds offered by the firms' in-
vestment banking clients.

In June 2004, the Attorney General's Of-
fice reached a major settlement with Allianz
Dresdner Asset Management and two affili-
ated companies. The $18 million settlement in-
volved the largest penalty ever collected by
the State in a securities case. The settlement
resolved allegations that Allianz Dresdner
and the other firms allowed a large investor
to “market time” more than $4 billion in
transactions related to their mutual funds in
violation of fund policies, and to the detri-
ment of long-term investors.

The settlement also required defendants to
make in-house changes to ensure that port-
folio managers function independently of busi-
ness managers, and that funds comply with
their own policies barming market timing,

In addition to these milestones, New Jer-
sey filed eight major securities fraud com-
plaints involving more than $160 million in in-
vestments, including:

% A June 2003 lawsuit against more than
a dozen North Jersey companies and their
principals for allegedly stealing tens of
millions of dollars from investors. The
scheme’s principal architect was Thomas
Giacomaro, who has pleaded guitty to
charges of money laundering brought by
the Division of Criminal Justice, as well as
federal charges of malil fraud and tax eva-
sion. Among the victims was best-selling
author Mary Higgins Clark.
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« A December 2003 lawsuit against

0,

0,
*

0,
*

Michael R. Casey, of Upper Saddle
River, seeking restitution for at least
|95 investors who allegedly were de-
frauded of up to $15 million in a real es-
tate investment scheme run by Casey.
Casey is accused of setting up a complex
network of business entities to front his
scheme, and recruiting investors through his
tax preparation business, as well as
through a series of investment workshops.

A February 2004 suit against Brick resi-
dent George F. Gaffney, who allegedly
stole in excess of $350,000 from
more than 200 people who invested
in his patented invention, a system of
straps hitched to anchors in the ground
designed to tie down portable structures
and large personal items during storms.

A February 2004 suit against three men
and their companies, including Clover
Management Group of Fort Lee, for al-
legedly defrauding British investors of
more than $55 million. The defendants
claimed to offer defense industry invest-
ments that would provide strong retums
while aiding the British and U.S. war ef-
fort in Irag, and the war on terrorism.
Seized defendant assets included a $2 mil-
lion yacht, bank accounts and luxury cars.

In April 2004, the Attomey General's
Office and the Bureau of Securities ob-
tained a court order freezing the assets
of Richard Thomas Geck of Toms
River, as well as his firm, Cobalt In-
vestors Services Inc. of Manasquan, after
the filing of a State complaint alleging
that Geck swindled at least seven elderly
women out of more than $360,000 in
retirement savings.
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Merrill Lynch paying fines to N.J., Conn.

$13.5M settles market-timing charges lodged against Bergen County brokers
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Pimeco Advisers Charged With Fraud
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